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SUBJECT: FOREIGN TAXATION OF USG EXPENDITURES ABROAD 
REF: STATE 202284 

1. EARLY IN 1974 DIPLOMATIC CORPS IN VIENNA FORMED COMMITTEE, 
CHAIRED BY AMB. HUMES, TO PRESS GOA FOR ACTION ON CORPS' 
LONG-STANDING REQUEST FOR EXEMPTION FROM VAT. IN JUNE 
GOA PRESENTED REVISED PROPOSALS FOR IMPLEMENTING REIM- 
BURSEMENTS FOR VAT PAID ON OFFICIAL TRANSACTIONS ABOVE 
CERTAIN SCHILLING AMOUNT. CORPS FOUND MANY OF PROPOSALS 
UNACCEPTABLE AND SET FORTH COUNTER PROPOSAL IN AIDE 
MEMOIRE OF JULY 12, 1974, INCLUDING SPECIFIC DESIRE FOR 
INCLUSION OF PERSONAL EXPENDITURES UNDER VAT EXEMPTION. 

IT IS ANTICIPATED THAT GOA WILL CALL A MEETING WITH CORPS IN 
NEAR FUTURE TO DISCUSS THESE PROPOSALS. 

2. VAT LAWS ARE ADMINISTERED BY GOA FINANCE MINISTRY 
WHICH HAS BEEN RELUCTANT TO PROVIDE RELIEF TO DIPLO- 
MATIC CORPS. LOSS OF REVENUE TO GOA DOES NOT APPEAR TO 
BE MAIN STUMBLING BLOCK. GOA PROCRASTINATION PROBABLY 
CAUSED MORE BY FOREIGN AND FINANCE MINISTRIES' RELUC- 
TANCE TO ESTABLISH OFFICE (S) FOR PROCESSING REFUNDS OR 
ALTERNATIVELY BY SOCIALIST GOVERNMENT'S HESTANCY TO 
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FROM VAT. 

3. EMBASSY BELIEVES THAT FORTHCOMING GOA MEETING WITH 
DIPCORPS WILL PRODUCE LITTLE FORWARD MOVEMENT, PARTICU- 
LARLY ON QUESTION OF REFUNDS FOR PERSONAL PURCHASES. 

IF THIS PROVES TO BE CASE, EMBASSY AND MANY OTHER 
MEMBERS OF CORPS BELIEVE IT FUTILE TO CONTINUE NEGOTI- 
ATIONS AT FOREIGN MINISTRY LEVEL AND THAT DIRECT 
APPROACH TO CHANCELLOR KREISKY OFFERS BEST PROSPECT OF 
GENERATING FAVORABLE DECISION. TIMING FOR SUCH A MOVE 
IS PROPITIOUS AS GOA PLANS TO MAKE MAJOR EFFORT IN UN 
THIS FALL TO HAVE VIENNA RECOGNIZED AS THEIR UN CITY, 

AND FAILURE TO GRANT VAT EXEMPTIONS AT LEAST AT LEVEL 
OBTAINING IN MANY EUROPEAN CAPITALS COULD IMPEDE THIS 
EFFORT. 

4. ACCORDINGLY, EMBASSY BELIEVES ISSUE IS ONE REQUIR 
ING BASIC POLITICAL DECISION BY CHANCELLOR IN FACE OF 
CORPS' UNITY ON ISSUE. SINCE GOA'S LEGAL POSITION HAS 
NOT CHANGED SINCE VISIT OF FIELDS AND HUANG IN JUNE 
1973, THERE IS NO MAJOR ADDITIONAL LEGAL INPUT TO BE 
MADE TO ARGUMENTS. 

5. PROPOSED ACTION: AT THIS JUNCTURE WE ARE OF VIEW 
THAT LITTLE COULD BE ACCOMPLISHED BY VISIT OF SUBCOM- 
MITTEE TO VIENNA. HOWEVER, WE WOULD LIKE OPPORTUNITY 
TO REVIEW AGAIN IN EARLY OCTOBER UTILITY OF SUCH VISIT 
IN WAKE OF PROBABLE CORPS MEETINGS WITH GOA ON ISSUE IN 
NEXT TWO WEEKS. ALSO, IF EEC VAT POLICIES ARE HARMONIZED, 

IT IS QUITE POSSIBLE THAT GOA WOULD FOLLOW THEIR EXAMPLE; 
HOWEVER, IF AUSTRIA DOES NOT PURSUE SUCH COURSE, ASSIS- 
TANCE FROM SUBCOMMITTEE WOULD THEN BE MOST HELPFUL. 

6. DO NOT RPT NOT PASS FOREGOING TO AUSTRIAN EMBASSY.HUMES 
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